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Editorial Section | 


A PERSONAL ANNOUNCEMENT. 

In order that there may be no misunderstanding 
of the motives and methods of the editor of this 
paper in commenting upon the difficulties and dan- 
gers surrounding many of the younger life insurance 
companies, and of his past, present or future ac- 
tivities in connection with plans for safeguarding 
their -policyholders and stockholders through rein- 
surance, merger or otherwise, the following binding 
statement is made: : 

The editor has been consulted frequently by State 
officers, directors and’ 

insurance companies 








insurance officials and by 
stockholders of various life 
concerning the status and prospects of specific insti- 
tutions. Certain companies possessing ample finan- 
cial resources and an organization adequate for their 
successful operation have requested the editor to act 
for them in laying before other companies proposals 
to reinsure their outstanding business, or to buy their 
stock with a view to merger or reinsurance and 
liquidation. After careful consideration, the editor 
stated to these gentlemen, in view of his published 
criticisms of the condition and methods of many of 
the younger companies and the nature of our busi- 
ness, that the only basis upon which he could act m 
such a capacity is that of an unbiased intermediary 
having no financial interest in the outco:ne of the 
negotiations, and that therefore he will not, under 
any circumstances whatever, accept, directly or im- 
directly, any compensation for such services n any 
form whatever. 

The editor states without any reservation or qualifi- 
cation that he has never, for any of the negotiations 
between life insurance companies in which he has 
taken part. received any compensation directly or 
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indirectly. He is convinced that this is the only 
basis upon which he can honorably engage in such 
activities, and claim freedom from bias in his recom- 
mendation to boards of directors composed of men 
having little personal knowledge of insurance affairs, 
and seeking honest and disinterested advice. This has 
been our position at all times. We feel that the pecu- 
liar nature of the life insurance business makes it 
obligatory upon all those engaged in or connected 
with it to conduct their activities upon the highest 
possible plane of business integrity, and we feel also 
much sympathy for the unfortunate stockholders 
who have already lost so much and who should be 
protected from further piracy. At the same time, 
the editor feels it incumbent upon him to give what 
time may be desired to assist the management of 
any company which finds itself in a difficult posi- 
tion. He recognizes that a vast amount of money 
has been invested by stockholders in these young 
life insurance companies in the past eight or ten 
years; that this investment has been made in most 
cases in good faith; that many of these companies 
are already in a most precarious position and others 
rapidly approaching the danger point, and he stands 
ready to place at the disposal of the management of 
any such company whatever knowledge of the life 
imsurance situation he may possess, with the distinct 
understanding that he ts not to receive any compen- 
sation for his services, and that all such matters are 
to be held in the most strict confidence, 

The stockholders of these young companies have 
been exploited by conscienceless promoters, have lost 
great additional sums through excessive’ ex- 
penses of operation, due partly to the inexperience 
of officers and directors who have undertaken to 
manage these companies without in many cases the 
smallest equipment of technical knowledge or gen- 
eral business experience to fit them for the assump- 
tion of such duties; that many persons are going 
about the country making all sorts of proposals to 
the weaker companies, based not upon an honest 
desire to aid them, but actuated only by a desire to 
make one more raid upon the funds of the stock- 
holders; and the editor believes that in this situ- 
ation it is the duty of any one having special knowl- 
edge applicabie to the solution of their problems to 
tender his services to the management of these com- 
panies without compensation, in order that there may 
be no room for doubt or suspicion on their part of 
the good faith of any representations made. 

The editor is also fully aware that many persons 
interested in obtaining large fees or other advan- 
tages through transactions such as are outlined ahove 








will almost certainly pretend disbelief of the good 
faith of our statement, but is quite willing to take 
his chances upon that score, believing that the char- 
acter of his work in the life insurance field for many 
years past is in itself sufficient evidence of an honest 
desire to aid where he can. 





ALFRED M. Best. 


A SERIOUS PROBLEM. 


In previous issues of this paper we have pointed 
out the fact that a great many of the life insurance 
companies organized within the last ten years have 
used up through heavy organization and operation 
expenses the greater part of the surplus contributed 
by their stockholders, so that they face a very diffi- 
cult situation. There is another phase of the situ- 
ation of some of these companies equally serious, 
viz.: the lack of technical and executive ability on 
the part of the managing officers, and the lack of 
brains and experience on the part of their directors. 
Of course, some of the newer companies have been 
able to attract to their directorates men of real ca- 
pacity and of sufficiently broad general business ex- 
perience to qualify them to pass intelligently upon 
the administrative problems of any business, even so 
technical a one as life insurance. In many cases, 
however, the people undertaking to direct these com- 
panies are absolutely unqualified to do so. Thus, a 
man may be able to operate successfully a small re- 
tail shoe store, which requires a knowledge of only 
the most rudimentary phases of finance and econo- 
mics, and he may be of unblemished personal charac- 
ter, but those two facts alone do not qualify him 
successfully to direct the affairs of a life insurance 
company in competition with great institutions es- 
tablished for many years, and backed not only by 
ample technical experience on the part of their offi- 
cers, but urged forward by the momentum of many 
years of successful achievement. 
of small mind, small affairs and small experience, a 
capital of $100,000 doubtless appears to be tremen- 
dous and irresistable, for awhile at least. 

To operate one of these little, new, untried com- 
panies in such a way as to establish it permanently 
is about as difficult a task as any group of men could 
undertake. Our investigation of many of these com- 
panies has shown that their directors and _ officers 
have not .the smallest conception of the magnitude of 
their problems, or of their obligation to the public, 
their policyholders or their stockholders. They are 
men of small mental calibre and correspondingly 
smal] business experience; and men of this type 


To these directors 
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always find it difficult to acknowledge failure, even 
if they recognize it, which their limited mental 
equipment makes difficult. Consequently, many of 
these companies are continuing from day to day and 
week to week, their officers hoping against hope that 
there will be some change which will enable them to 
achieve the success which heretofore has been be- 
yond their grasp. 

In our opinion, this is one of the most dangerous 
features of the general situation with regard to these 
younger companies, and it seems to us, therefore, 
that there is a very clear obligation upon the various 
State Insurance Departments to exercise to a greater 
extent than heretofore their broad discretionary 
powers by keeping more closely in touch with the 
management of these small institutions—advising and 
criticising, and insisting upon proper practices. 
These small-calibre and obstinate directors who will 
not listen to any one else must perforce listen to the 
warnings and admonitions of the State insurance 
officials having supervision of their affairs, and these 
officials, it seems to us, will fail in their duty if they 
merely audit the statements filed by such concerns 
and make occasional investigations. They must do 
work of a more constructive character. That they 
have the authority to do so can scarcely be ques- 
tioned, and, if they fail to exercise that authority, 
the result will be great loss to the innocent stock- 
holders in these institutions, and perhaps to the 
policyholders as well. 





to the company the right to defer the granting of a 
policy loan, or the payment of a cash surrender value, 
for sixty days after application therefor. 

It seems to us that the facts do not justify the un- 
easiness concerning this particular matter. No one 
questions the absolute security of policy loans within 
the reserves of the respective policies under which 
they are made, and we think it probable that the very 
rapid growth of the life insurance business in recent 
years has been due in no small part to the fact that 
loans under modern life insurance policies have been 
immediately available in time of need. The practice 
of carrying large lines of life insurance is rapidly ex- 
tending among men of large affairs, and while, of 
course, it is mere guesswork to attempt to say to what 
extent they have been influenced by the liberality of 
the loan feature, it seems quite reasonable to assume 
that they would be unwilling to pay out many hun- 
dreds, and perhaps many thousands, of dollars each 
year for life insurance premiums unless they felt 
that if they needed to borrow on their policies they 


* could do so with reasonable promptness. 


There are many of them that | 


should be compelled either to reorganize on a sub- | 


stantial basis, or forthwith cease business. No one 
knows the hopelessness of their position better than 
the gentlemen at the head of the various depart- 
ments which supervise them. 
that knowledge with the officers and directors of 
these companies, who are less well informed ? 





AGITATION TO RESTRICT LOANS ON LIFE 
INSURANCE POLICIES. 


At the recent annual meeting of the Association of 


Life Insurance Presidents, Mr. Arthur E. Childs, . 


president of the Columbian National Life Insurance 
Company, read a paper dealing with the increase of 
. loans made by life insurance companies upon the se- 
curity of policies issued by them, and_stated his opin- 
ion that such loans were increasing at a dangerous 
rate. At the annual meeting of the National Conven- 
tion of Insurance Commissioners in this city about 
the same time a resolution was adopted urging the 
Commissioner of Insurance of each State to intro- 
duce a bill to control such loans. It was recom- 
mended that these bills should prohibit the issuance 
of any life insurance policy which did not reserve 


Should they not share | 





Even in the stress of the panic of 1907—unpre- 
cedented in recent years—the enormous cash income 
of the legal reserve life insurance companies was in 
most cases adequate to care for the equally unprece- 
dented demand for loans. There never was devised 
by the mind of man an instrumentality for accumu- 
lating wealth which can compare with the efficiency 
in that direction of the existing system of legal re- 
serve life insurance. One company in New York 
takes in every year at least $40,000,000 more than it 
pays out, and in lesser degree the same tremendously 
rapid process of accumulation is going on in every 
legal reserve company. It is hard to believe that, with 
reasonable foresight being exercised, the directors 
of these companies could not provide for any demand 
for policy loans out of their ordinary surplus income. 

The point is made that in the last twenty-five years 
the percentage of policy loans has increased from 3% 
per cent. to more than 16 per cent. of the reserves. 
Does this really mean anything? It is impossible to 
compare fairly the volume of loans under the liberal 
policies issued to-day, and considered safe after years 
of practical experience, with the loans made years 
ago under policies which were apparently designed 
with but one object in view, viz., the “looting” of the 
non-persistent policyholder. People did not borrow 
money in the old days because they could not bor- 
row it, not because they did not need it; and the 
growth of the business at that time, while rapid, was 
forced by many artificial schemes, and cannot fairly 
be compared with the healthy, steady and withal 
rapid growth of the present period. 
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We cannot help feeling that this agitation may be 
the first step in a reactionary policy in sharp contrast 
to the progressive liberalization of contracts and 
methods which has characterized the development of 
life insurance in recent years, that any such retro- 





——a 


gression cannot fail to injure the business of life in- 
surance; and that any move in that direction should 
be combated by those who believe that progress does 
not necessarily mean the sacrifice of conservative 
methods, even though it does bring change. 
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Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(OF THE NEW YORK BAR) 








CONTINUITY OF LIFE INSURANCE. 
Suicide Clause in Section of Policy Inoperative Where 
First Policy Provided Contract Should Be 
Incontestable After One Year. 

A most interesting decision has recently been ren- 
dered by the Supreme Court, New York County. 

It seems that Morris F. Hockstadter in 1907 secured 
two five-year term policies from the Aetna Life Insur- 
ance Company. Both of these policies provided: 

(1) That upon their expiration they might be re- 
newed and continued for successive terms of five years 
each without medical examination. 

(2) That upon any anniversary of their dates they 
might be exchanged without medical re-examination 
for a new policy upon any plan then in use by said 
company upon the payment of the premium required 
by such new policy for the insuring age then attained 
by the insured; and 

(3) They might be exchanged at any time within 
five years from their date for a policy of any kind now 
issued by the company which shall bear the same date 
as the old policies, and be issued at the same age on 
payment of the difference between the premiums already 
paid thereon for an amount equalling that of the new 
insurance, and those that would have been required 
ander the new policy, with six per cent. interest. 

A few days prior to the expiration of the two policies, 





Hochstadter applied to the company “for changed in- 
surance on my life in accordance with the conditions 
of term policy No. 73163 (and 73166) issued by said 
company, and I hereby certify that said policy has not 
been assigned, and agree that the statements and an- 


swers in the application for said term policy shall be | 





the basis of the new contract of policy herein applied 
for and form a part of the same, except that the kind 
of policy and amount of the same and premium thereon 
shall be as specified below.” 

Two new policies were issued on the ordinary life 
plan, bearing date April 5, 1912, which contained the 
following paragraph: 

“If the insured shall commit suicide within one year 
from the date hereof while sane or insane, these policies 
shall be null and void.” 

Within a year after the 5th day of April, 1912, Morris 
F. Hochstadter committed suicide. The contention of 
the executor of Hochstadter was that the insured had 
a “vested right to commit suicide”; that the two policies 
last issued were merely a continuance of the earlier 
insurance and that in view of the fact that more than 
a year had expired since the original policies were 
issued the suicide clause was inoperative. The decision 


_of the Supreme Court from which an appeal is pending 


is as follows: 
By Mr. Justice Platzek: 

In this action plaintiff seeks to recover the sum of 
$4,000 upon two separate policies of life insurance issued 
by the defendant company to the plaintiff's testator. 
The original policies were issued April 5, 1907, and 
known as five-year term policies. During the life of 
these policies the insured applied to exchange the term 
policies for changed insurance on his life, in accordance 
with the conditions of the first policies, and policies on 
his life, identical in form with the original, were there- 
upon issued by the company to the insured in exchange 
for the term policies. The conclusion is irresistible that 
the policies issued April 5, 1907, and the policies in suit 
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‘ssued April 5, 1912, constitute but one entire contract 
between the insured and the insurer. The effect of 
the conversion of the policies from one form to another 
is merely a turning or changing from one state or form 
to another by an exchange into an equivalent thing. 
The form of the policies issued do not constitute the 
contracts between the insured and the insurer, being 
only the written evidence thereof. The surrender of 
the first policies cannot necessarily be regarded as a 
surrender of rights acquired under the original contract 
of insurance. The policies in suit which replaced the 
first policies did not create a new contract, but only 
continued the original agreement. It has been held that 
a paid-up policy was not a new contract, but simply a 
continuation of the original agreement (Dannhauser vs. 
Wallenstein, 169 N. Y., 199; McDonnell vs. Alabama 
Gold Life & Ins. Co., 85 Alabama, 401; Barry vs. Brune, 
71 N. Y., 261). In Dannhauser vs. Wallenstein (supra) 
at page 207, Werner, J., writing for the Court, said: 
“We are, however, of the opinion that the paid-up poticy 


was not a new contract. It was simply a continuation 





of the original contract under the option which gave 
the holder thereof the right, after two or more annual 
premiums had been paid, to cease paying the annual 
premiums and take a paid-up policy in exchange for 
the first one. It was a change in the mere form of 
the contract expressly provided for by its own terms. 
It is true that the first policy, the original evidence of 
the contract between the insured and the company, was 
‘surrendered to the company and cancelled’ when the 
paid-up policy was issued, but this was simply a part 
of, and in compliance with, the terms of the original 
contract. The contract was continued, as it provided 
that it might be, in the form of a paid-up policy, such 
as was accepted by the defendant. It was not a modica- 
tion, but a fulfillment of the original contract.” Other 
questions are urged which need not be considered or 
decided for the purpose of determining this case. 

A verdict is directed for the plaintiff for the sum of 
$4,000 and interest. Findings and form of judgment may 
be submitted—Gans vs. Aetna Life Insurance Co. of 
Hartford, Conn —N. Y. Law Journal, Nov. 21, 1913. 





Reports Upon Companies and Associations 








BERKSHIRE LIFE INSURANCE COM-| CITIZENS’ 


PANY, PITTSFIELD, MASS. 
Examined by Massachusetts Depart- 
ment. 


of this 
1914, a 
company 


This company was examined by the company, 


Massachusetts Insurance Department 
as of August 31, 1913, the report being 
dated December 16, 1913. 

The company’s affairs were found to 


ended 


three factions 


the 





NATIONAL LIFE INSUR- 
ANCE CO., ANCHORAGE, KY. 
Pearce Faction Remains in Control. 
At the annual] stockholders’ meeting 
held on January 15, 
contest for the contfol of the 
with 
resident Pearce’s faction. 
represented, 
Pearce, the stockholders’ commit- |[nsurance in force (paid for 


The insurance in force amounted to 
$26,337,848. 


CONTINENTAL LIFE INSURANCE CO, 
WILMINGTON, DEL. 

New Statement Shows Good Progress. 

success of This company has furnished us an 

There were | advance statement as of December 31, 

namely, | 1913, which is printed below: 


the 








be in excellent condition. We print be-| tee and the W. H. Gregory forces. | ne AS ERR SE $11.765.651 
low the general remarks of the exam-]| Wore than two-thirds of the stock | Sacetuns 
~ ‘ : FEPESSERES = the meotas supported | wet earnings for 1913 after 
“The company’s experience for the] the present administration, the re- : * es ae 
an . “ie payment of policy divi- 
eight months of 1913 covered by this| ™aining one-third being divided about | ‘ 
: : ametie tenn th mtnaitteat hanes GE 6 o0Scinccennendeness $54,200.83 
examination has been decidedly favor-]| ©GU@!!y ee ee ee Teka paid stockholders. 27,033.00 
able. Up to October 1 this year, the committee and W. H. Gregory, the 
new business written is nearly two] ‘°° president of the company, who | ,ojance carried to surplus.. $27,167.83 
; was allied with the committee. The! — . 
million in excess of the corresponding ' ‘ ,|Premium on_s stock issued 
} ? . main purpose of the stockholders Guictue the Yen 41.560.00 
period of 1912. Its mortality experience committee was to force a merger of ~ YOAP 2.2 eeeevaes 000. 


showed 59.13 per cent. of the expected 
as against 73.93 per cent. on the same 
date last year, and, notwithstanding a 
decrease of $349,539.24 in the market 
value of its securities as the result of 
the decidedly unfavorable condition of 
the security market now prevailing, its 
net decrease in surplus since 1912 is 
but $106,027.54. 

“The condition of the company, as 
shown by the results of this examina- 
tion, is very satisfactory and reflects 
the good judgment and careful man- 
agement of those in charge of its af- 
fairs, 

“The records and minutes of the cor- 
poration, directors and committees 
were carefully examined and found to 
have been kept in strict accordance 
with the requirements of the statutes. 

“Seventy-five per cent. of the policy 
reserve was found to have been in- 
vested as prescribed by law and no 
Violation of the statutes governing in- 
vestments was found in connection 
with any of the company’s assets.” 





this company with the Inter-Southern 
Life Insurance Company of Louisville, 





Total Increase in Surplus, $68,727.83 
Income. 














Ky. The stockholders’ committee suc- 
‘eeded in placing on the board W. B. monewa _aiesccnerigns ta,” eon ¥213,620.28 
Stanfield, of Mayfield, Ky. and D. New premiums Lined éeed one 88,168.43 
Stimson, of Owensboro, Ky. and of Premium on stock.. sap i dale ae 41,560.00 
the Gregory forces, R. E. Gregory, of Interest and other income.. 26,826.31 
Lexington, Ky., and James T. Ander- 
son, of Hurricane Mills, Tenn., were Total... . ee eee eee eeeeeees $370,182.92 
elected as directors. The former treas- Disbursements. 
urer, L. W. Key, was not re-elected. | Death losses ............... $21,076.00 
The secretary, J. W. Peake, will for | Paid living policyholders... 17,746.91 
the present act as both secretary and Te dovsncee decesadeuaw nee 6,390.80 
treasurer. |Home Office salaries and ex- 
>. iieses, Ge oo Giveetaw of thet DBORMGD . occét sc utb0desices 20,595.84 
Inter-Southern Life Insurance Com- |Agency commissions and ex- 
pany, and another member of the DPOMBOB ccccesecccccccesece 80,548.86 
board, George G. Fetter, is also an/| Medical and inspection ex- 
Inter-Southern director. RE 06 owesnsedhawewenrten 9,934.10 
R. E. Gregory is a brother of W. H./| Dividends to stockholders.. 27,033.00 
tregory. All other disbursements..... 736.00 
We have been furnished a printed |Income saved .............. 186,121.41 
statement of the company as of De- 
cember 31, 1913, which shows total WT sé oWhoewhee 6eteoeue $370,182.92 
admitted assets of $2,491,597.37; net Admitted Assets. 
reserve, $1,846,885; paid in capital, |Mortgages, first liens....... $386,227.42 
$460,883.75: net surplus over capital |Bonds at market value...... 242,123.34 
and all other liabilities, $107,623.93. En. vececseue ines cocccccces 68,394.26 
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Centinental Life (Continued). 
Loans and other policy liens 


within the reserve ....... 69,407.25 





Liabilities. 
Legal reserve ..........s06. $374,610.66 
Reserved for taxes, etc..... 13,361.86 
Capital stock ....$168,700.00 
Admitted surplus... 209,319.72 





378,019.74 





Total 

It will be noted that the paid in cap- 
ital of the company has increased 
from $127,140 at the end of 1912 to 
$168,700. The net surplus on December 
31, 1912, was $140,592. The premium 
collected on stock during 1913 was 
$41,560. At the end of 1913 the net sur- 
plus amounted to $209,320. 

Besides paying a dividend to stock- 
holders in 1913 of $27,033 the company 
has added to its surplus from earnings 
over $27,000, which is in addition to 
the increase due to the surplus paid 
in by stockholders during the year. 
The gain in insurance in force is $2,- 
533,337. 

The above is this company’s sixth 
annual statement, and it reveals re- 
markable progress during the year. 
The company has established a most 
unusual record of efficiency in securing 
substantial results by a very econom- 
ical expenditure. The stockholders 
have contributed to the surplus of the 
company about $93,000 since its or- 
ganization. Its surplus at the end of 
1913 was $209,319.72. The company, 
making its first distribution to stock- 
holders in 1913, has paid to them $27,- 
033 in dividends; it has paid substan- 
tial dividends to its participating pol- 
icyholders, and has placed on its books 
nearly twelve million dollars of paid 
for insurance, which has shown re- 
markable persistency. 

This is the company which we com- 
mended a few years ago, taking its 
part in a controversy with a small 
clique in the membership of the Balti- 
more Life Underwriters’ Association, 
as the result of which a vote of cen- 
sure of our position was passed at a 
meeting of the Baltimore Association, 
attended, we are creditably informed, 
by about half a dozen people. The de- 
velopments of the past two years have 
shown, beyond the possibility of ques- 
tion by any honest man, that our posi- 
tion was right. It will be interesting 
to watch developments and see whether 
the Baltimore Life Insurance men, who 
for their own purposes, undertook to 
injure the reputations both of the Con- 
tinental Life and the Best Company, 
will now have the honesty and manli- 
ness to admit their error and apolo- 
gize for it. 


THE EMPIRE LIFE INSURANCE CoO., 
ATLANTA, GA, 

Thorough Examination Made for Stock- 
holders’ Committee Verifies Criti- 
cisms Printed in Our Reports—Some 
Unusual Transactions Disclosed— 
Worthless Certificate of Deposit Car- 
ried as Asset. 

In the April, 1913, issues of BEST’S 

LIFE INSURANCE NEWS, we printed 











a report upon this company showing 
the results of a special investigation 
made by us of its affairs, dealing par- 
ticularly with the valuation of its At- 
lanta property and the “stock deal” 
in connection with the proposed re- 
moval of the company from Atlanta to 
Augusta, Ga. 

After our report was published, the 
officials of the company took issue with 
us, claiming that our criticisms were 
unwarranted and that we were preju- 
diced against all southern life insur- 
ance companies. Subsequently circu- 
lars were distributed throughout the 
southern states in which this company 
was operating consisting of reprints 
of editorials in two insurance jour- 
nals, attacking the editor of this 
paper. It is noteworthy that these cir- 
culars were mailed from Atlanta and 
Athens, Ga., in plain envelopes and 
with nothing to indicate their origin. 
The company denied responsibility for 
them. 

Practically the same report that ap- 
peared in BEST’S LIFE INSURANCE 
NEWS in April was printed in the 1913 
volume of BEST’S LIFE INSURANCE 
REPORTS which was issued six weeks 
later. At that time, believing that the 


‘methods of the management of the 


company required prompt and radical 
reformation, we sent a copy of the re- 
port and a letter to each of its direc- 
tors, explaining fully the serious situ- 
ation of the company, and offering to 








to sign the report, inasmuch as it is 
a complete analysis of the company's 
financial operations, made by a very 
reputable firm of certified public ac- 
countants of Atlanta, Ga. The exam- 
iners’ comments related only to the 
figures in their report, and did not re- 
fer in any way to the management of 
the company or suggest any reforms. 

After perusing the report carefully, 
we conclude that all of our criticigms 
were warranted and that it is very evi- 
dent that something should be done in 
the near future to place the company’s 
affairs in such a condition as to ren- 
der it free from adverse criticism 
The report of the examination is very 
voluminous, and therefore we wil! 
comment only on its most important 
features, setting them forth under 
their proper captions. 


The Augusta Stock Deal. 

The information printed in our vol- 
ume under the above caption is cor- 
rect. The report of the examination 
discloses one important fact of which 
the Augusta subscribers to the stock 
were, so far as we know, ignorant. 

The statement filed by the company, 


‘as of December 31, 1912, omitted an 


item of “unpaid commissions on stock 


; 
; 


saies” amounting to $25,503 which the 
examiners charged as a liability, be- 
cause H. H. C. Lorick and another man, 


| the former a director of the company, 


} 
' 


; 
; 
} 


appear before them, without expense | 


to the company, to substantiate our 
charges. Several of the directors re- 
plied in the most insulting and abusive 
language, which, hotever, was not 
permitted to influence our attitude 


had a contract giving them 10°) com- 
mission on the stock sold in Augusta. 
After the report of the examiners 
was completed the Merchants’ Bank of 
Augusta, which, as stated in our re- 


| port, was the depository for the com- 


toward the company, and some of these | 


directors .have since written us in a 
very different spirit. 

Our reports upon the company at- 
tracted widespread attention, and were 
discussed at the meeting of the com- 
pany’s stockholders, held in the sum- 
mer of 1913. A resolution was passed 
appointing a committee of five, who 
were directed to have the company 
thoroughly examined. This was done 


mainly to ascertain whether our criti- | 


cisms were justified, though we were 


,not mentioned in the formal resolution, 


to which there was vigorous opposi- 
tion by certain officers. 

In the November, 1913, issue of 
BEST’S LIFE INSURANCE NEWS we 
printed an analysis of the company's 
statement as of June 30, 1913, as filed 
with the Georgia authorities. In the 
December issue we called attention to 
the fact that the report made by cer- 
tified accountants for the stockhold- 
ers’ committee had been completed and 
that it would be commented upon by 
us as soon as received. In November, 
1913, the president of the company 
called at our office, showed us the re- 
port and promised us a copy, but it 
was not until January 12, 1914, that 
we received from the company the 
original signed copies of the account- 
ants’ report, with the request that we 
return them. Only three members of 
the Committee of Five signed the re- 
port. We are at a loss to understand 
why the other two members refused 


pany and had subscribed for 833 shares 
of the company’s capital stock at $60 
per share, par value $20, wrote the 
company on September 30, 1913, stat- 
ing that it desired to rescind its con- 
tract; returned the stock certificate to 
the company and stated that it was 
charging the company’s account with 
the amount paid by the bank for its 
stock. The company replied, however, 
that inasmuch as the bank was acting 
in the capacity of a trustee, it could 
not lawfully do this. The president of 
the Merchants’ Bank sent a letter to 
all the Augusta subscribers notifying 
them of the bank's withdrawal from 
the Empire Life’s Augusta deal, and 
sending each of them a copy of the 
letter addressed by the bank to the 
company. The outcome of this matter 
is of very great importance as bearing 
on the company’s financial condition. 
In justice to the Empire Life Insur- 
ance Company it should be stated that 
in spite of the action of the bank 
there are many of the Augusta sub- 
scribers who desire to carry out their 
subscription agreements in spite of the 
fact that the stock was sold to them 
at a price far in excess of its value. 
We have been shown a document 
signed by nearly all of them stating 
that they are satisfied with their bar- 
gain. 

At the time these subscriptions were 
secured at 300% on an admitted asset 
basis, the company’s capital was im- 
paired. A financial statement was used 
by Lorick & Vaiden in selling this 
stock in which the alleged value of the 
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company’s “plant” and good will were 
set down to make it appear that the 
stock was worth that figure. 
Valuation of the Empire Life Building. 
The report of the examination shows 
that the information set forth in the 
last paragraph in our report printed 
in the 1913 volume under the above 
caption is correct as regards the valu- 
ation of the building. In addition, the 
report of the examination discloses 
that the value of the building as 
claimed by the company is $774,293.33. 
This figure is reached by adding to the 
book value of the stock ($399,293.33) 
the $200,000 claimed by the company as 
being the excess of the market value 
over book value, and the mortgage of 
$175,000. The report states that on 
“centrally located property in Atlanta 
where the enhancement of ‘ground’ 
values has been so rapid a valuation 
based on 4% net revenue, is, by the 
majority of real estate owners, consid- 
ered reasonable.” On the basis of net 


earnings for the year 1912 on a 4% 
valuation, the value of the property 
would be $648,000, and for the first six 


months of 1913, $705,850, which is very 
much more than the highest figure fixed 
by the real estate authorities whom 
we quoted in our report. In spite of 


these figures we believe that on ac- 
count of the fact that the building is 
of peculiar shape and by no means 
modern, the company would find it very 
difficult to dispose of it at the figure 
at which it is carried, and that for 


those reasons a valuation based sole- 
ly upon income is misleading. 

Amount of Money Raised and Spent. 

The report of examination shows that 
the proceeds to the company from the 
sale of “interest bearing certificates,” 
“investment certificates” and “zuaranty 
capital certificates” amounted to $690,- 
265: also that 250 shares of interest 
bearing certificates having a par value 
of $25,000 were issued to the company’s 
president and 8S. C. Callaway, one of 
the directors, gratis. The premium on 
capital stock received by the company 
to June 30, 1913, amounted to $181,085. 
Adding to these two figures $386,393, 
being the amount added to surplus ac- 
count by the arbitrary marking-up of 
the value of the Empire Life Building 
Over its cost to the company, we reach 
a total of $1,257,743. Against this 
should be credited the par value of the 
capital stock exchanged for “certi- 
ficates” amounting to $138,678, leaving 
a balance of $1,119,065 representing 
the net amount add«4 to the surplus of 
this company from sources other than 
premiums on policies issued, and or- 
dinary income from investments. 

On June 30, 1913, the total admitted 
assets amounted to $1,669,776.13. The 
total liabilities except capital amount- 
ed to $1,325,231.50, not including $45,000 
representing the present value of in- 
Stallments payable hereafter under 
claims on¢assessment policies, which 
the Attorney General of Georgia has 
ruled are not a liability, because as- 
sessments can be levied to cover these 
claims. The company states, however, 
that it is practically impossible to col- 
lect such assessments, but that it has 


every intention of paying the claims 
and has been paying them for years. 
In view of this, we consider that the 
present value of the claims should be 
carried as a liability. The capital paid 
in amounted to $292,315, to which 
should be added $31,490 held in reserve 
for “certificates” outstanding that have 
not been exchanged. The met surplus 
over capital and all other liabilities 
on June 30, 1913, on the basis of ad- 
mitted assets, amounted to $20,739.63, 
which amount deducted from the total 
amount of funds added to the surplus 
of the company $1,119,065 (see above) 
leaves $1,098,326, which is the amount 
the company has spent over the pre- 
mium income and interest in placing 
on its books approximately %20,000,000 
of insurance. It is noteworthy that 
if the present value of the install- 
ment claims had been charged as a 
liability on June 30, 1913, the capital of 
the company would have been again 
impaired. It must be given credit, 
however, for whatever value there was 
in the non-admitted asset account, 
which on June 30, 1913, amounted to 
$322,617.46, made up as follows: 





Stock notes, $237,058.60; other notes 
_receivable, $35.05; agents’ balances 
(gross), $25,229.24; accounts receivable, 
/$18.883.42; furniture and fixtures, $13,- 
759.91; book value of bonds over mar-. 
ket value, $6,827.50; cash in defunct 
bank, $823.74; policy loans, premium 


notes and net premiums in excess of re- 
serve, $20,000. 

On the other hand, the very high val- 
uation of the Atlanta real estate and 
the effect upon the surplus must not be 
overlooked. 


Worthless Certificate of Deposit. 

One matter brought out for the first 
time in the report of the examination 
which we consider has an important 
bearing on the calibre of the manage- 
ment of this company is the fact that 
on February 28, 1912, Messrs. W. W. 
Reid, S. S. Callaway, R. M. Callaway, 
E. J. Spratling, F. A. Hooper end J. lL. 
Jessup signed joint notes aggregating 
$125,000. Stock of the Empire Life was 
issued to them at the very high valua- 
tion of $100 per share, or 500% of the 
par value, and together with the notes 
deposited with the Commercial and 
Savings Bank of Macon, Ga., which is- 
sued a certificate of deposit for $112,- 
500 after deducting $12,500 discount. A 
contract was entered into between the 
Empire Life and the signers of the 
notes and the Commercial and Savings 
Bank which expressly stipulated that 
the money covered by the so-called 
certificate of deposit was not to be 
used by the company for any purpose 
whatsoever until the notes aggregating 
$125,000 had been paid in full. There 
was also a contract between the sign- 
ers of the notes and the company to 
the effect that under no condition 
whatsoever were the signers to be lia- 
able upon said notes. From the fore- 





going it will be seen that the certifi- 
cate of deposit, which was carried as 
a cash asset in its statement, was ab- 
solutely worthless, and the examiners 
very properly deducted it as a non- 





admitted asset in showing its condi- 


tion as of December 31, 1912. Barly in 
1913 the notes were taken up by check 
of the Empire Life Insurance Company, 
and on June 30, 1913, were carried in 
“stock notes account.” Through this 
transaction it will be seen that the 
company lost $12,500, being the dis- 
count paid to the bank, but the presi- 
dent advised us that this was partly 
offset by interest received on the cer- 
tificate of deposit. The company ex- 
plained to us that the holding of these 
notes in the bills receivable account 
“is merely a temporary matter,” and 
they would be taken care of by De- 
cember 31, 1913, and stated “that the 
stock represented by these notes is be- 
ing sold at a higher price,” which we 
cannot understand in view of the very 
high prices at which it was first sold. 
All of these transactions cast grave 
doubts upon the dependability of the 
statements issued by the company. 


Condition of the Company on Decem- 
ber 31, 1912. 

The report of examination shows the 
condition of the company on December 
31, 1912, as follows: Net admitted as- 
sets, $1,590,112.26; total liabilities, ex- 
cept capital, $1,223,814.20; capital paid 
in, $281,787.50; capital stock held in re- 
serve for outstanding “certificates” not 
exchanged, $42,577.50; net surplus over 
capital and all other liabilities, $41,- 
933.06, after deducting the $112,500 cer- 
tificate of deposit just referred to. The 
income and disbursement figures agree 
with those printed in our 1913 volume. 


Condition of the Company on March 5, 
1912. 

On March 5, 1912, the date the new 
stock company commenced business 
and took over the mutual company, its 
condition was as follows: Net admitted 
assets, $1,003,531.96: total liabilities, 
except capital, $1,045,582; capital paid 
in, $101,397.50; capital held in reserve 
for “certificates” outstanding not ex- 
changed, $116,106.25; deficiency as re- 
gards shareholders, $259,553.79; defi- 
ciency as regards policyholders, $42,- 
050.04. 


Diserimination in Interest Paid Under 
“Certificates.” 

The report brings out the very sur- 
prising fact that varying rates of in- 
terest were paid on the “certificates” 
issued. One schedule shows that 5% 
was paid on $76,000; 6% on $900; 8% 
on $44,300, and 10% on $73,800 of “cer- 
tificates” during 1911. There is a rec- 
ord of a certificate issued to W. W. 
Banks and E. P. Bowen for $12,000. 
Apparently it must have been of the 
par value of $20,000, and there is no 
explanation of this gross discrimina- 
tion against those who paid par for 
their certificates. It is shown further 
that in April, 1911, this was retired for 
$16,000 cash, or $4,000 more than was 
paid for it six months before. 

Schedule 11 of the accountants’ re- 
port referred to, shows that the “guar- 
anty certificates” guaranteed dividends 
of 5% on January 15 and 5% of 
July 15 of each yesr, and concern. 
ing them the report adds: “And in 





(Continued on next page.) 
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Empire Life (Continued). 

cumulative dividend of 5% of all pre- 
miums paid in cash to the company, 
less reinsurance premiums. This ad- 
ditional dividend was computed for the 
year ending December 31, 1911, at 
5%%, making the total rate for last 
year 15%%. This applied to 1,540% 
shares; 1,500 shares held by J. M. Smith 
earried interest at the rate of 15% 
fiat.” 

Schedule 11 of the accountants’ re- 
port also shows that the “guaranty 
capital certificates,” “investment certi- 
ficates” and “interest bearing certifi- 
cates” all guaranteed some rate of in- 
terest to their holders. 

Conclusion. 

A dispassionate review of this re- 
port seems to us to verify conclusively 
the accuracy and the propriety of our 
criticisms of this company in previous 
reports. The figures printed on page 
132 of our 1913 volume, showing our 
estimate of money consumed in carry- 
ing this company to its present posi- 
tion, vary somewhat from those print- 
ed above, but the net result is almost 
exactly the same. The company con- 
tends that the plant established is 
worth the money spent, but it is our 
sober judgment that the expenditure 
represents about five times the present 
value of the plant. 

On January 24 we mailed to The 
Empire Life Insurance Company a 
copy of the above article, advising 
that if it cared to make any state- 
ment regarding the matter, we should 
be glad to print it in this issue, with 
our article. On January 31, 1914, the 
president of the company wrote us as 
follows: 

“Your favor of the 24th inst. came 
to hand during the absence of the 
writer; hence the delay in replying. 

“On account of the shortness of 
time, and also because we wish to 
refer the matter to our Board of Di- 
rectors, it will not be possible for us 
to make the necessary corrections in 
your article before the next publica- 
tion, and we suggest that you defer 
the publication until a later issue.” 

The report is based wholly on the 
facts brought out in the examina- 
tion of the company, for which rea- 
son no corrections can be necessary. 
Our thought in submitting the report 
to the company was that it might by 
this time have corrected some of the 
conditions and abandoned some of the 
methods which were criticised by the 
Stockholders’ Committee and its ac- 
countants and that if so, we would 
be glad to report such changes at the 
same time that we published the crit- 
icisms. We have advised the’ company 
that the report of this investigation 
has been delayed so long that we do 
not feel justified in withholding it for 
a later issue. 


FIRST LIFE AND TRUST COMPANY 
OF ILLINOIS, CHICAGO, ILL. 
Resignation of Officers. 

In our December issue, page 89, we 
printed an article on this company, 
which was being promoted by E. C. 








tion to the record of this individual, 
and have received the following com- 


munication, which is_ self-explana- 

tory: 

In Re First Life & Trust Company of 
IiNnois. 


This company is now in the proc- 
ess of organization under the laws of 
the State of Illinois. Some of its stock 
is being sold by E. C. Spinney under 
the name of First Life Securities 
Company. 

“This is to notify you that Cyrus L 
Garnett has resigned as temporary 
president, as member of the provis- 
ional board of directors and as chair- 
man of said board of said company; 
that Louis H. Hartman has resigned 
as vice-president; that Sterling 
Cramer has resigned as treasurer. All 
the above resignations were received 
and accepted by the company January 


| 24, 1914. 


“We would appreciate it if you 
would mention the fact that the above 
named persons are no longer con- 
nected with the company in any ca- 
pacity in the next public statement 
made by you and also in any reports 
concerning the matter that may be 
issued by you. 

“Please be kind enough to acknowl- 
edge receipt of this letter. 

“Yours very truly, 
“CYRUS L. GARNETT.” 


GERMAN NATIONAL LIFE INSUR- 
ANCE COMPANY, CHICAGO, ILL. 
To Reinsure. 

This company plans to reinsure its 
business in the Northern States Life 
Insurance Company, of Hammond, Ind. 
The contract of reinsuran*’e had not 
been approved by the Superintendeni 
of Insurance when this paper went to 
press. Complete reports upon both 
companies will be fourd in our 19233 

volume. 

In the August, 1913, issue of 
BEST’S LIFE INSURANCE NEWS we 
reported that the control of the 
Northern States Life Insurance Com- 
pany had been purchased by a syndi- 
cate in Chicago and that F. C. Worth, 
an attorney if that city, was elected 
president. 


MUTUAL BENEFIT LIFE INSURANCE 
COMPANY, NEWARK, N. J. 
Special Dividend to Policyholders, 
On January 8, 1914, this company an- 
nounced that in addition to the regular 
dividends payable in 1914 the directors 
have appropriated special dividends 
amounting to $861,789.55. Every policy 
which is entitled to the regular divi- 
dend in 1914 will also be credited with 
a special dividend equal to 20% of the 
regular dividend. As heretofore, the 
special dividend will not be applicable 
upon the addition or the accelerative 

endowment plan. 





OHIO NATIONAL LIFE INSURANCE 
COMPANY, CINCINNATI, OHIO, 
Management Given Approval at Stock- 
holders’ Annual Meeting. 

Ever since the retirement of Robert 


- 


B. Palmer, the “ormer president of 


Spinney. We called particular atten- | this company, there hus been an active 


lcampaign to discredit its present man- 
agement. 

The stockholders’ annual meeting 
was held January 21, 1914. The follow- 
ing is an account of the proceedings, 
taken from the Cincinnati Enquirer: 

“Complete vindication of the present 

management of the Ohio National Life 
Insurance Company was made yester- 
day by the stockholders at the annual 
meeting, held at the Sinton Hotel. No 
criticism of or opposition to President 
Albert Bettinger and his associates was 
voiced on the floor, and the entire 21 
candidates for directors who had the 
support of the administration were 
elected without opposition. 
“The meeting was largely attended, 
some 300 stockholders, many from up 
state, being on hand. A campaign for 
proxies had been waged by R. L. Dol- 
lings, of Hamilton, in which he severe- 
ly criticized the management of the 
company’s affairs by the present offi- 
cers and Board of Directors. The con- 
test made another chapter in the his- 
tory of the dissensions that have been 
rife in the company for the past two 
years. 

“The success of Mr. Bettinger and his 
associates yesterday was overwhelm- 
ing. Though Mr. Dollings was present, 
no attempt to support his charges was 
made by him, nor did any opposition 
develop to the candidates on the ticket 
which he has been fighting. In fact 
he left the meeting before the vote on 
the directors was held. The Bettinger 
ticket received the support of 37,830 
Shares out of a possible 44,998. It is 
said that the election by such a ma- 
jority will terminate the efforts of the 
opposition to discredit the present 
board. 

“Mr. Bettinger, as president, read a 
lengthy report in which he, in detail, 
recounted the history of the troubles 
of the company and in which he se- 
verely scored the methods and actions 
of former officers and agents. He told 
of stock manipulating, of overwritten 
policies, of lapses, and recounted how 
detectives and dictographs had been 
employed to uncover disloyalty to the 
company. 

“Mr. Dollings, Josiah Kirby and 
others came in for severe censure at 
his hands. He told of the processes by 
which former officers and employees 
had been eliminated and the efforts of 
the present regime to put the company 
on its present basis. He answered the 
questions propounded to him by Doll- 
ings in the circular letter sent out by 
the latter to the stockholders of the 
company. 

“At the conclusion of the meeting 
Mr. Bettinger was given a personal 
ovation, and a motion was unanimous- 
ly adopted approving his course in the 
management of the company and 
thanking him for his services to the 
company. 

“The directors elected without oppo- 
Sition on the ticket known as the ad- 
ministration list were: Franklin Alter, 
Cincinnati, O.; C. B. Austin, Delaware, 
O.; W. A. Bennett, Cincinnati, O.; Al- 
bert Bettinger, Cincinnati, O.;: Louis 





F. Blue, Marysville, O.; Henry Bohl, 
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Columbus, O.; William M. Donaldson, 
Newport, Ky.; Frank B. Enslow, Hunt- 
ington, W. Va.; Michael L. Finnell, Os- 
porn, O.; Frank E. French, Cincinnati, 
O.; L. S. Fridman, New Richmond, O.; 
J. T. Hatfield, Covington, Ky.; W. H. 
Hawley, College Corner, O.; A. H. 
Heisey, Newark, O.; Isaac Kinsey, To- 
ledo, O.; Edward G. Kirn, Lancaster, 


O.. Ben S. Leonard, West Liberty, 
O.. H. F. Rauh, Ottawa, O.; A. H. 
Reeder, Dayton, O.; J. B. Seymour, 
Kenton, O.; C. K. Sunshine, Cleve- 


land, O. 

“After the meeting the new Board of 
Directors held a session at the office 
of the company, where officers for the 
ensuing year were elected. They are: 
Albert Bettinger, president; Wm. A. 
Rennett, Henry Bohl and J. T. Hatfield, 
vice-presidents; Charles B. Moore, sec- 
retary: J. Dalbey Crawfis, treasurer; 
Thomas M. Ball, manager of agencies; 
Dr. George W. Brown, medical director, 
and Walter Schmitt, general counsel. 

“Mr. Dollings last night explained 
that no opposition was presented at 
the meeting because of the dropping 
of former Vice-President Ball and 
Treasurer Crawfis from the list of can- 
didates for directors. In all six new 
members were included in the candi- 
dates, they being Messrs. Alter, Blue, 
French, Hawley, Kirn and Sunshine. 
The placing of these new men on the 
ticket was satisfactory to the opposi- 
tion, Dollings explained, and therefore 
no further objections were offered at 
the meeting yesterday.” 

Financial Condition on December 31, 
1913. 


Aasets:. Mortgage loans, $347,075; 
bonds (market value), $346,667: policy 
loans, $4,267: cash in banks and of- 
fice, $50,451; total admitted assets, 
$768,883. 

Liabilities: Net reserve, $102,524; 
total liabilities except capital, $121,- 
232; capital paid in, $445,990; net sur- 


plus, $201,661. 

Income during 1915: 
$44,875: renewal premiums, 
Ohio Mutual Life premiums, 
total income, $255,120. 

Disbursements during 1913: Claims 
paid, $63,311: first year commissions, 
$24,714; renewal commissions: ordi- 
nary life, $2,984: monthly premium 
life, $21,850; industrial accident, $13,- 
340; commercial accident, $151; total 
disbursements, $226,562. 

Insurance in Force 
1913: $6, 251,160. 


New premiums, 
$138,291; 


$28,252; 


December 31, 





PRUDENTIAL INSURANCE COMPANY 
OF AMERICA, NEWARK, N. J. 
Explanation of Special Dividend to 
Stockholders. 

In our January issue we referred to 
the declaration of a special dividend of 
10% to stockholders by this company. 
It has been suggested that this action 
is in direct opposition to the policy 
outlined be the late president of the 
company in an address made by him 
to the board of directors on May 10, 
1910. The company has explained to us 
fully its position in declaring this spe- 


cial dividend, which in effect is as fol- 
lows: 


| The 


jterest of the 


late Mr. Dryden’s address was 
made with reference to a suit which 
was then pending and undetermined in 
the Court of Chancery of the State of 
New Jersey brought by L. F. Blanchard 


and other stockholders against the 
‘company. That suit was brought for 
|two purposes: First, to restrain the 


‘company from making voluntary con- 
cessions to its policyholders, or giving 
‘to them any benefits other than those 
called for by the policy contract; and 
second, to compel a distribution in 
whole or in part of the company’s gen- 
eral surplus. 

Prior to 1907 the ordinary policies 
issued by this company were practi- 
cally all participating policies, a large 
proportion of which provided for de- 
ferred dividends. The earnings on 
these policies were carried by the 
‘company in its general surplus with 
‘the relative rights of the policyholders 
iand stockholders undetermined. 

In 1907 the Legislature of New Jer- 
sey passed a law similar to those en- 
| acted in a number of other states, 
|which required the company annually 
| to ascertain the amount of surplus 
‘earned upon its deferred dividend poli- 
‘cies and apportion it between the pol- 
icyholders and the stockholders. After 
this apportionment had been made by 
the company it is obvious that the 
| stockholders had no further interest 
in or claim upon the funds apportioned 
to the policyholders, and vice versa. 

At the time the Blanchard suit was 
instituted, the apportionment to stock- 
holders amounted to approximately $2,- 
500,000. The Court of Chancery 
fused to interfere with the voluntary 





re- 


concessions made by the company to 
its policyholders, but held that the 
stockholders were entitled to receive 
immediately the sums apportioned to 


them, and required the company to dis- 
tribute the sum of $2,500,000 among 
the individual stockholders. An appeal 
was taken and the highest Appellate 
Court upheld the company’s position in 
making voluntary concessions to pol- 
icvyholders, and held further that the 
company should not even be compelled 
to make a distribution of the funds 
apportioned to stockholders, saying 
that it was within the discretion of the 
board of directors as to when the dis- 
tribution should be made. Both courts, 
however, recognized the stockholders 
as the owners of this fund, and held 
that when the same was not needed 
for the protection of the company’s 
business and the safeguarding of its 
policyholders, it must be distrubuted 
among them. 

The company states that at the time 
of the Blanchard suit it had recently 
gone upon a non-participatinge basis, 
and had extended its operations in 


various sections of the United States, 
and had entered Canada. The large 
amount of money required for the 


carrying out of these plans resulted in 
a diminution of the company’s gen- 
eral surplus, rendering it unwise in 
ithe opinion of the directors to make 
any distribution at that time to the 
stockholders of either principal or in- 
funds apportioned to 








them. 





The situation, however, has 
now changed, the initial expense inci- 
dent to these operations has largely 
been met, and it was the unanimous 
opinion of the board of directors that 
the company would not now be justi- 
fied in continuing to add to the funds 





apportioned to stockholders the inter- 
‘est earned thereon, but that the same 
‘should be distributed among them, re- 
|taining, for the present at least, the 
|principal as a part of the company’s 
| general surplus to be used for the 
prosecution of its business and the pro- 
tection of its policy contracts. 

Several of our subscribers have asked 
if the declaration of this special divi- 
dend will affect in any way the pend- 
ing proceedings for the mutualization 
of the company, which were taken un- 
der the provision of an act passed by 
the last session of the Legislature of 
New Jersey, providing that the com- 
pany may, with the approval of both 
its policyholders and its stockholders, 
purchase so much of its capital stock 
as may be offered to it at a price to be 
determined by the Chancellor after the 
ascertainment of its value to be made 
under his direction by three apprais- 
ers appointed by him. 

In ascertaining the value of the 
,;company’s stock the appraisers must 
‘necessarily take into consideration the 
‘surplus held by it belonging to the 
‘Stockholders. If the special dividend, 
,had not been paid, such surplus would 
‘have been larger by the exact amount 
,now distributed, and the value of the 
stock would have been enhanced to 
exactly that extent. In any event, the 
| board of directors were unanimously 
,of the opinion that any possible effect 
upon the mutualization proceedings 
should not be taken into consideration 





in determining whether or not to de- 
clare the special dividend, stating: 


“The board felt that the company, hav- 
ing dealt liberally with its policyhold- 
ers in making the voluntary conces- 
sions above referred to, and having 
apportioned to them 90% of the earn- 
ings upon deferred dividend policies, 
a considerable portion of which had 
actually been paid, should in fairness 
to stockholders distribute to them the 
interest earnings 


upon their funds in 
which the policvholders had no inter- 
est, as the same were not needed by 


the company for the prosecution of its 
business or the protection of its pol- 
icy contracts.” 


STATE MUTUAL LIFE INSURANCE 
COMPANY, ROME, GA. 


Petition Fé¥ed for Receiver. 


On January 28, 1914, J. E. Lockridge 
and E. R. Tanner, holders of approx- 
imately $20,000 worth of this com- 
pany’s “interest bearing certificates,” 
filed in Flovd County Court, of Rome, 
Ga., a petition for a receiver, alleging 
the company is insolvent because it 
does not list in its liabilities the large 
amount of “income certificates” out- 
standing. A hearing will be held on 
February 24. 

Inasmuch as the law of Georgia un- 

(Continued on next page.) 
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State Mutual of Ga. (Continued). 
der which the “income certificates” 
were issued specifically states that 
they shall mot be a liability of the 
company, we attach no importance to 
the petition for a receivership. 


TOLEDO LIFE INSURANCE COM- 
PANY, TOLEDO, OHIO. 
Disgraceful Scenes at Annual Meeting 
of Stockholders. 

The annual meeting of the stock- 
holders of this company was held in 
Toledo on Tuesday, January 20, 1914. 
President C. M. Feilbach was made 
chairman of the meeting, and the sec- 
retary of the company, Dr. R. S&S. 
Walker, who is also its medical direc- 
tor, was made secretary. On motion 
a committee on credentials was ap- 
pointed by the chair. Slips were 
passed about for the signatures of 
those present and a memorandum of 
the number of shares which they were 
voting, and from these slips and other 
data the committee reported that 486 
shares were represented in person, or 
by individuals holding proxies and 
present in person; 8,068 5-6 shares by 
proxies held by the administration's 
proxy committee, and 1,444% shares 
by proxies given to various combina- 
tions of men who were also on the 
administration's proxy committee. 
This made a total of 9,999 7-12 shares 
represented, out of a total of about 
13,100 outstanding. No effort had 
been made except by the administra- 
tion to secure proxies for this meet- 
ing. After this report was made, it 
was declared that a quorum was pres- 
ent, and the secretary’s report was 
read, which showed that the company 
had transacted a smaller business 
than in the previous year, but that 
there was an increase in the amount 
of renewal premiums collected. He 
gave the following figures showing 
the company’s financial condition on 
December 31, 1913: 

Total admitted assets, $218,333.66: 
net reserve, $76,181.40; capital paid in, 
$131,560: net surplus over capital and 
all other liabilities, $3,595.62: insur- 
ance in force, $2,081,700. 

(At the beginning of 1913 the com- 
pany’s capital was impaired $3,596.61, 
so that it made a. gain in surplus dur- 
ing the year of about $6,000. Of this 
gain, about $4,100 represents what re- 
mained of the premium on stock sold 
during the year, after paying stock- 
selling commissions, this item includ- 
ing $1,500 premium on stock purchased 
by Wilbur 8S. Tupper and his associ- 
ates, referred to bel late in De- 
cember, and about $2,600 of the gain 
represents reserves released through 
lapsation of nearly one million dol- 
lars of business. The company began 
the year with about three millions in 
force and ended it with about two 
millions in force.—Ed.) 

The election of directors was then 
taken up, the following nominations 
being made by John G. Meister, rep- 
resenting the administration ticket, 
to which there was no opposition: 

To Serve Three Years—O. L. Huf- 
mann, Charles K. Friedman, R. 5S. 








that there was 





Walker, D. W. Barry, Fred Broer, R. 
E. Metzger, Milton S. Koblitz. 

To Serve Two Years—J. A. Steven- 
son, 

To Serve One Year—Wilbur 8S. Tup- 
per. 

(The first five served as directors 
during all of 1913, but the last four 
are of the Universal Life contingent 
elected in December.—Ed.) 

At this point the attorney for Will- 
iam H. Hunt, president of the Cleve- 
land Life Insurance -Company, and the 
holder of a considerable amount of 
stock of the Toledo Life, requested a 
statement of the reason for the elec- 
tion to the board of four persons ac- 


itive in the management of the Univer- 


sal Life Insurance Company, of Cleve- 
land, and its subsidiary concern, the 
Pioneer Life Insurance Company of 
America, of Kansas City. Charles K. 
Friedman, general counsel for the To- 
ledo Life, replied that in December, 
after various negotiations had taken 
place looking toward some kind of 
merger or other alliance between the 
Toledo Life and the Universal Life, 
the Toledo Life sold to Messrs. Tup- 
per, Stevenson, Koblitz and Metzger 
150 shares of stock, par value $10 per 
share, at $20 per share, without any 
commission being paid; that in order 
to secure the advantage of their 
knowledge of the insurance business 
all four were then elected directors, 
to serve until the annual meeting; 
absolutely no signifi- 
cance in this transaction, that no 
further deal of any kind with these 
people is contemplated, and that the 
sale of the 150 shares of stock was 
the beginning and the end of the 
whole matter. Pressed by Mr. Hunts 
attorney, Mr. Friedman admitted that 
for months he and the other officials 
of the Toledo Life had been in nego- 
tiation with the Universal Life inter- 
ests, and that a definite proposal had 
been submitted to him, as represent- 
ine the Toledo Life, which contem- 
plated the purchase by the Universal 
Life of the 6,900 shares of treasury 
stock of the Toledo Life, par value 
$10 per share, at $12 per share (it was 


sold as high as $32.50 a share by the 
present management during 1913— 
Ed.) with the understanding that as 
soon as this sale had been completed 
each of the stockholders would sur- 


render one-half of his stock, reducing 
the total outstanding capital to 10,000 
shares, par value $100,000. For each 
share so surrendered there was to be 
paid to the Toledo Life out of its 
treasury $5.00. (This would leave the 
Universal Life owning 3,450 shares out 
of 10,000 shares, and by purchasing 
additional stock from _ dissatisfied 
owners it could easily secure contro) 
at a very reasonable cost. We place 
no confidence whatever in the state- 
ment of the management of this com- 
pany that no further deal with the 


Universal Life interests is econtem- 
plated.—Ed.) 
Following this discussion, during 


which the hostility of the management 
of the Toledo Life toward Mr. Hunt 
personally was clearly shown, the 
above directors were elected for the 





terms mentioned, Mr. Hunt and his 
attorney not voting. 

After some very astonishing pro- 
ceedings—referred to in detail below 
—a long typewritten resolution was 
presented, expressing the confidence 
of the stockholders in the manage- 
ment, and severely attacking the mo- 
tives of William H. Hunt, president 
of the Cleveland Life, in sending to 
the stockholders shortly before the 
annual meeting printed copies of a 
letter addressed by him to President 
Feilbach, of the Toledo Life, in which 
Mr. Hunt severely criticised Mr. Felil- 
bach and his associates, claiming that 
because of personal animosity toward 
him they were depriving the stock- 
holders of the company of the oppor- 
tunity of passing upon a valuable pro- 
posal which Mr. Hunt desired to lay 
before them, but which the directors 





refused to consider. Finally, in the 
midst of great disorder, the meeting 
adjourned. 

From one point of view, the be- 


havior of the people who participated 
in this meeting—from the president 
down—is too unimportant to merit ex- 
tended comment by us, for the Toledo 
Life has never been and under the 
present management never will be, of 
any importance in the life insurance 
situation, even in its own limited ter- 


ritory. From another and broader 
point of view, however, the matter 
seems to us to call for publicity. 


This was the annual meeting of a life 


insurance company, and it was con- 
ducted, almost from the outset, along 
the lines of “tough” ward “politics. 
The editor of this paper felt under 
Obligation to keep very closely in 
touch with the affairs of the Toledo 
Life because of the fact that Mr. 
Ralph K. Hubbard went from our of- 
fice to the Toledo Life, which fact 
was rather widely advertised by that 
company’s management: and, when 


we became convinced that those in 
control of the company were not suffi- 


ciently intelligent to understand and 
overcome the difficulties of their posi- 
tion, the editor purchased three shares 


of stock—at a total outlay of $30—in 
order that he might be entitled to at- 


tend the stockholders’ meeting, which 
he did, in person. 
It was an extraordinary meeting, 


William H. Hunt, presi- 
Cleveland Life Insurance 
attacked 
The 


during which 
dent of the 
Company, was very bitterly 
by the Toledo Life management. 
meeting was palpably “packed,” and 
only about seventy-five people were 
present in person out of fifteen hun- 
dred stockholders. 

The resolution adopted criticising 
Mr. Hunt would, if the circumstances 
under which the meeting was held 
were not known, convey the impres- 
sion that Mr. Hunt had been endeav- 
oring for purely Selfish reasons to in- 
jure the Toledo Life and depreciate 
the value of its stock, while, in fact, 
we are satisfied that he provoked this 
controversy without the smallest chance 
of ever deriving from it any profit for 
himself or his company, and with the 





strong probability that his motives 
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So ee 
addition to the guaranty dividend 
these certificate holders receive a 
would be misunderstood and misrep- 
resented, solely because, as the presi- 
dent of a young life insurance com.- 
pany, he considers it his duty to com- 
bat any practices which seem likely 
to result in disaster to any company 
operating in his territory, which dis- 
aster would, of course, reflect on all 
the younger companies. 

The position of the Toledo Life was 
precarious when Mr. Hubbard took 
hold of it. Stock had been sold as 
high as $32.50 a share (par value $10), 
but the expenses of promotion and 
operation consumed all the large con- 
tributed surplus and left the capital 
impaired about $3,500 at the end of 
1912. In June last the editor of this 
paper went to Toledo and had inter- 
views with several of the officers of 
the company. He told them that there 
was no chance whatever for the com- 
it was first 


pany to succeed unless 
put on a strong financial basis, So as 
to inspire confidence among the per- 


sons solicited to buy policies; that the 
officers could not honestly continue 
selling stock as they were then doing, 
at $32.50 per share, when the value of 
the stock already outstanding was not 
more than $12 per share. We consid- 
ered that selling stock at that high 
price was as dishonest as anything 
the old management had ever done. 
They promised to stop it, and did so. 
The editor recommended that they re- 
duce the capital and then increase it 
by selling more stock at a price pro- 


portionate to the value of the other 
stock outstanding, or that some 
method be found for obtaining a con- 
tribution to surplus of not less than 
$50,000, and preferably $100,000. Time 
went on and nothing was done. The 
editor therefore visited Toledo again, 
in October and November, and, after 
making further investigations,  be- 
came convinced that the Toledo Life 


management was hopelessly incompe- 
tent. In December Mr. Hubbard re- 
signed, having learned that Wilbur 5S. 
Tupper, of the Universal Life-Pioneer 
Life combination, and three of his as- 
sociates, had been elected directors of 
the Toledo Life at an evening meet- 
ing, which Mr. Hubbard did not attend 
because he was personally assured by 
President Feilbach that no unusual or 
important matters would be taken up. 
As a matter of fact, his title of “gen- 
eral manager” meant nothing; he was 
not given any real freedom in the man- 
agement. 

At the interview with five of the di- 
rectors in November, which lasted sev- 
eral hours, the editor stated that he 
represented two companies prepared 
to bid for the reinsurance of the To- 
ledo Life’s business, or the purchase 
of its stock on any fair basis. He ex- 


pressly stated to them that whether 
or not ything was done along this 
line he rsonally would receive no 


fee; that he was there because of an 
absolutely disinterested desire to pre- 
vent any developments that would re- 


flect upon life insurance in general. 
The Toledo Life’s officers stated at 
that time that they were not open to 
consider any proposition, although 
they stated that they were negotiat- 
ing with the Universal interests. 


One of the companies desiring to 
bid for the business of the Toledo Life 
was the Cleveland Life. It stood 
ready to take over the business and 
pay for it whatever the Insurance De- 
partment said it was worth, and Mr. 
Hunt and some associates were also 
willing to pay cash for all the com- 
pany’s assets, so that it would be in a 
position to liquidate promptly. Noth- 
ing could be fairer or cleaner. There 
has been bitter hostility toward Mr. 
Hunt among the officers of the Toledo 
Life which was promoted by Wil- 





bur Wynant and William R. Luke, 
|who, because of their methods, had 
been previously dismissed by the 
‘Cleveland Life. About six months 
later Wynant launched the Toledo Life, 


‘and was soon joined by Luke. Mr. 
Hunt felt that he ought to ex- 
pose their character and stop their 
‘campaign of selling stock at a very 
high price. .His belief that the people 
‘buying Toledo Life stock would suf- 
fer severely because of the methods 
‘of Wynant and Luke is fully borne 
out by the history of the company. 
Mr. Hunt endeavored to have the di- 
rectors of the Toledo Life put these 
i'men out. The officers claim that they 
'did all that could reasonably have 


been expected of them in that direc- 
‘tion, but months went by without any- 
thine definite being done, and finally 
Mr. Hunt sent out a circular letter to 
‘the stockholders of the Toledo Life 
denouncing Wynant and Luke, and se- 
|verely criticising the officers and di- 
for permitting those men to 
continue their connection with the 
company after learning their charac- 
, ter. This resulted in a change of 
/management, Wynant and Luke being 
put out, but the Toledo Life officers 
have apparently never forgiven Mr. 
Hunt for his criticism of them, and,in 
effect, they have stated that they 
would not consider any proposition 
emanating from the Cleveland Life, 
however desirable it might be for 
the stockholders and _ . policyholders. 
Mr. Hunt finally bought quite a lot of 
stock, had some of it transferred to 
him, went over to Toledo again in De- 
cember last and succeeded in getting 
a meeting with a number of the direc- 


rectors 


tors, but not with the full board. Af- 
ter that meeting Mr. Hunt and his 
attorney were told by the president, 


in writing, that no offer of reinsur- 
ance which they might make would 
be considered. This resulted in the 
sending by Mr. Hunt—about the 9$th 
or 10th of January, 1914—of a print- 
ed copy of a letter addressed by him 
to Mr. Feilbach, criticising the man- 
agement of the company very severe- 
ly. It was on account of this letter 
that he was so bitterly attacked at 
the annual meeting. 





Mr. Hunt was insulted by nearly 


every one who took the floor for any 
purpose whatever; he was called a 
liar, a “crook,” and one officer inti- 
mated that he was mentally unsound. 
Hoodlums, who made up a large part 
of the gathering, yelled, whistled, 
stamped and hissed when Mr. Hunt’s 
attorney endeavored to reply to state- 
ments made by the active officers of 
the Toledo Life—many of which state- 
ments, to our personal knowledge, 
were false—and not one of the officers 
of the company made the slightest 
effort to preserve even a semblance of 
order and decency in the conduct of 
the meeting. An evidence that the 
whole “demonstration” was pre-ar- 
ranged, and also an evidence of what 
President Feilbach himself thought of 
the character of the people who ex- 
pected to attend the meeting, is the 
fact that he had a husky policeman 
in plain clothes on hand during the 
whole meeting, and several times this 
policeman averted personal violence. 


When Mr. Hunt took the floor to an- 
swer their charges, the uproar was 
doubled; there were shouts of “We 
don’t want to hear you”: “Throw him 
out’; and in the midst of all this 
“row” the meeting was adjourned. 
The officers let this go on, making 
not the slightest effort to preserve 
order, and therefore they are quite 


as guilty as their henchmen who actu- 
ally did the rowdy work. The com- 
pany’s general counsel was especially 
noisy and offensive in his language 
and manner. He is very active in the 
company’s affairs. 








When Mr. Hunt became active in 
the management of the Cleveland Life, 
some years ago, we investigated care- 
fully his business and social standing 
and connections in Cleveland, and 
found that he is recognized as a man 
of absolute integrity, high business 
|principles and unusual business abil- 
ity. The directors of his company in- 
clude some of the most substantial 
;and prominent business men of that 
city. We feel that we owe it to Mr. 
Hunt, as a man who is performing a 
duty to the public which is no more an 
obligation upon him than it is upon 
anyone else, to state our conviction— 
Knowing all the facts first hand—that 
he is absolutely honest in his motives, 
that everything he has said of the 
Toledo Life management is true, and 
that any statement coming from the 
Toledo Life or the Universal Life ele- 
ment concerning him is unworthy of 
_attention, because by their own 
rowdyism they have forfeited all right 
to respect and confidence. 
| At the same time, we wish to make 
‘clear that we do not accuse these 
“people of bad faith. The situation is 
simply that they are men of limited 
intelligence, without sufficient busi- 
ness ability to understand the dan- 
gerous position of their own com- 
pany and the motives:of the new ele- 
ment in the management. It is an un- 
fortunate accident that such people 
as the present officers and directors 
should have been placed in the con- 
trol of a life insurance company. 
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WOODMEN OF THE WORLD (PA- 
CIFIC JURISDICTION), DENVER, 
COLORADO. 

Report of Examination Reviewed. 

A very exhaustive examination of 
this order has been made by the Insur- 
ance Departments of Colorado, Cali- 
fornia and Washington. The report is 
dated October 14, 1913, and shows the 
order’s condition as of December 31, 
1912. The figures showing the condi- 
tion of the order on that date, accord- 
ing to the report of examination, differ 
slightly from those printed in our 1913 
volume, page 610. The report of the 
examination shows the admitted assets 
to be $5,547,946.58 and the total lia- 
bilities, $288,358.58. The order did not 
report to us an item designated as 
“contingent monument benefits, time 
not expired,” amounting to $51,600, 
nor “lost beneficiaries’ fund,” amount- 
ing to $15,910.45. 


100, which accounts for the large dis- 
crepancy between the liabilities shown 
in the report and the item printed in 
our volume. 
year 1912 was found to be $2,551,661.78, 
and the total disbursements, $1,821,- 
292.91. 
RATES. 


On August 1, 1913, at the Head Camp) 


Session, new rates were adopted which 


were computed from the table of the. 


order’s own experience, to become ef- 
fective January 1, 1914, conditioned as 
follows: 

(1) Rates to apply to new members 
and those transferring to new class. 

(2) Assessments include Equalization 
Fund payments in theory. In practice 
such contributions discontinued as to 
new members, the assessments cover- 
ing whole life insurance exclusively. 

(3) Assessments in advance for 
month next succeeding. 

(4) Rates as follows per $1,000, based 
upon 4% interest: Age 20, 85 cts.;: age 
25, 95 cts.; age 30, $1.10; age 35, $1.30; 
age 40, $1.60; age 45, $2; age 50, $2.50. 
(These rates are slightly lower than 
the N. F. C. 4% rates.) 


(5) Membership divided into Class A | 


and Class B. Class A to include old 
members adopted prior to January 1, 
1914, and to continue payment of old 
assessment rates; Class B to include 
new and transferred members under 
above rates. 

(6) Assessments in Class B to be 
kept separate and used exclusively for 
payment of death losses therein, except 
as stated in (7). 

(7) Class B certificates to be an- 
nually valued, amount set aside, and 
surplus of $50,000 over such valuation 
accumulated. Excess over $50,000 of 
said surplus “may” be drawn upon by 
Board of Head Managers to pay any 
deficiency arising in Class A. 

(8) Class A members may transfer 
to Class B at attained age, without 
further cost, upon passing medical ex- 
amination. Such transferred certifi- 
cates to be in force for full amount 
from start. 

In regard to the above plan the ex- 
amination states: 


“For the first time in its history the 
rates of assessment of the Order are 
to be derived from a scientifically con- 
structed mortality table, which is be- 
lieved to be an adequate measurement 
of its probable future mortality. In 
this table the effect of medical selec- 
tion has been eliminated, thereby pro- 
viding an additional margin of safety. 
Provision for valuation of this class has 
been made from the start by the same 





The item of death | 
claims unpaid was increased to $203,- | 


The total income for the | 


mortality table upon which the assess- 
ments are predicted, together with the 
proper accumulation and setting aside 
of said reserves and a surplus for an 
unexpectedly high death rate at any 
time. 


‘be created for the valuation of Class B 
certificates and this fund, together with 
‘the surplus carried thereon, be entered 
in the Annual Statement as a liability. 

“The new rates are for 100% insur- 
ance from beginning of the contract, 
' but the insurance is decreased 50% the 
first year and 25% the second; also 
Class A members transferring to Class 
B are to be granted full insurance from 
the date of transfer. In 1911 and 1912 
the Order received 30,121 original ap- 
plications, nearly all of which represent 
members, whose certificates do not yet 
provide for the full amount of insur- 
‘ance, but by transfer to Class B these 
members may immediately receive cer- 
tificates for 100% insurance. 
| “—Phis constitutes discrimination and, 
‘as the aforesaid assessments are based 
on presumably adequate rates for the 
full insurance from the beginning such 
insurance should, it is contended, be 
given to all Class B members and the 
scaling of claims the first two year" 
| eliminated. The cost of this extra in- 
| surance not received under proposed 
‘certificates for Class B averages only 
a few cents per month per $1,000, but it 
is a serious disappointment to the 
beneficiaries to lose from one-fourth to 
one-half of their expected and paid-for 
insurance money, simply because the 
member was unfortunate enough not 
‘to outlive the first two years. 
| “Under the plan adopted payments 
ito the Equalization Fund by new mem- 
bers will cease, and when lapses occur 
among the old members, the payments 
of members to said Fund will diminish. 
It is not probable, therfore, that the 
increase in the Fund will continue for 
any considerable period at the present 
rate, unless the lapses are offset by the 
increased interest earnings on the 
Fund. 

“Since the mortality table adopted 
by the Order is an ultimate table, there 
will probably be considerable earnings 
from mortality in Class B, and there 
will be increasing gains from excess 
interest earned over 4%. It is proposed 
that these earnings inure to the benefit 
of the old members, as a fair charge 
against new members for the decreased 








mortality cost and overhead expense 
made possible because of the large 


membership and the capable organiza- 
tion already established. 


“It is believed that this plan is en- 
tirely equitable and that the present 


“It is recommended that a new fund | 








membership should have the advantage 
of such savings from mortality and 
earnings from interest as shall be 
realized by efficient management. 


“However, while the new members 
are to pay adequate assessments by 
the mortality table and interest rate 
adopted and proper reserves by said 
table are to be set aside and accumu- 
lated to provide permanent protection 
to this class, no withdrawal equities 
are to be allowed, and in the event of 
lapse, the entire individual reserve is 
to be confiscated and carried to surplus, 
which, under certain restrictions, may 
be drawn upon to pay death benefits of 
old members. This arrangement pro- 
vides another element of safety, but it 
is believed that the entire absence of 
any non-forfeiture value in the new 
class is inequitable to the members 
therein and should be remedied by the 
next Head Camp Session, providing 
Said class is able to accumulate and 
maintain a reserve under a mortality 
table not lower than the American Ex- 
perience Table and four per cent. inter- 
est, as required by the Mobile Bill be- 
fore withdrawal equities may be 
granted.” 

Compliance with the Mobile Bill. 

The order is operating under the pro- 
vision of the “Mobile Bill” in eight 
States, in all of which it had been 
transacting business for many years 
before said bill was passed therein. 
The examination states that: 


“To the end that detailed information 
on this important subject might be fur- 
nished in the examination, the affairs 
of the Order were checked carefully 
with all sections of the Bill, however 
minor, and except as otherwise stated 
in this report, the Society is operat- 
ing in full legal accord with the re- 
quirements thereof. Its Head Officers 
and Delegates to Head Camp Sessions, 
and in fact its entire existing member- 
ship, appear to be alive to the situation 
and to have adopted a courageous atti- 
tude in reference to the solution of its 
problem, For this they are deserving 
of praise and such assistance as the 
provisions of the law permit. 


“The Constitution allows as benefici- 
aries several relationships, not by 
blood, which are excluded under the 
Mobile Bill, presumably because of 
moral hazard involved. This fact has 
been referred to the Order for action 
and the excluded relationships will be 
struck out by a ruling of the Head 
Caen. Ff 2? 8s 

“It should be noted that while the 
Order is complying, in general, with 
the Mobile Bill as applicable to so- 
‘leties already licensed, its rates are 
less than required under the N. F. C. 
Table and therefore under existing con- 
ditions it would not be entitled to a 
license in any State not yet entered, 
where the Mobile Bill was in effect. 
This is not a practical question, how- 
ever, as no new territory may be en- 
tered except Alaska and the Hawaiian 





Islands, in accord with the agreement 
between the Sovereign and Pacific Jur- 
_isdictions. To enter the new territory 
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mentioned will require an amendment 
to the Articles of Incorporation.” 
Funds. 

“The assets of the Order are divided 
into four funds, as follows: (1) Bene- 
fit Fund; (2) Lost Beneficiaries’ Fund; 
(3) Equalization Fund; (4) General 
Fund. 

“(1) Benefit Fund.—The Benefit Fund 
is, as its name implies, for the payment 
of death benefits and monument bene- 
fits. It was, of course, established at 
the beginning of the Order, and may 
not at this time be used or drawn upon 
for any other purpose than payment of 
the above benefits. Whenever the 
fund exceeds $50,000, the excess may be 
invested and the interest thereon added 
to the fund. 

“The Benefit Fund is maintained by 
monthly assessments levied upon mem- 
bers, the calls being published in the 


Pacific Woodman. The amount col- 
lected since organization to July 1, 
1913, including interest earned on in- 


vestments, is $19,882,322.89, of which 
$17.721,830.49 was returned in benefits 
to members, $24,394.33 transferred to 
Equalization Fund and $2,136,098.07 bal- 
ance on hand, consisting of cash, $55,- 
581.15, and bonds, $2,080,516.92. 


“(2) Lost Beneficiaries’ Fund.——This 
is a small fund established in 1900 with 
$3,000, containing several death claims, 


the beneficiaries of which the Order 
has been unable to find though efforts 
are being made to locate them, and one 
claim where the Board of Managers 
has been made trustee for a minor. One 
beneficiary was found in 1910 after. 
many years and the amount due, $1,000, 
with interest, $520.60, was paid. 

“When a claim is added to this fund 
the amount thereof is invested in bonds 


and the interest thereon added to the] zation Fund, 


fund, for payment to the beneficiary, if 
found, in addition to the face amount 
of the claim. 


“The amount of this fund on July 1, | 


1913, was $7,048.82, being cash, $341.56, 
and bonds at book value, $6,707.26. 

“(3) Equalization Fund.—Soon after 
the organization of the Order the Head 
Consul began to realize the impossibil- 
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ity of the perpetuity of the association 
without the accumulation of adequate 
funds to pay losses, when the assess- 
ments became insufficient therefor. This 
subject was discussed for several years, 
until in 1898 the Head Camp Session 
established a fund designated Equiliza- 
tion Fund, effective Jan. 1, 1899, this 
being a crude beginning of a reserve 
fund, without reference to any ade- 
quate mathematical basis. A small 
sum was added to the Benefit Fund 
assessment of each member based upon 
the amount of said assessment, the 





contribution to the Equalization Fund 
‘being included in the combined month- 
‘ly assessment and the separation into 
‘the two funds made at the Head Office. 
| “Until this year the provision for 
‘payment to the Equalization Fund was 
‘restricted to a period of 20 years, but 
this restriction was removed by the 
‘last Head Camp “Session and _ the 





' 
‘amounts are now payable as long as’ 


a member is in the Order. No mem- 
bers had yet paid for 20 years. 

“This fund may not be drawn upon 
for any purpose, except that the inter- 
est accrued thereon for any calendar 
year shall 
far as necessary, if assessments are in- 
creased to more than 12 in said year: 
otherwise the interest on the fund is 
added thereto. 








| against the same fund. 


Head Managers may transfer to the 
Equalization Fund any surplus on hand 
from time to time in the General (Ex- 
pense) Fund. Nod part of the existing 
Equalization Fund came from the Gen- 
eral Fund, 

“The Home Office Building of the 
Order, situate at 1447 Tremont Place, 


Denver, is the property of the Equali- | 
' provisions of 


having been purchased 
from the General Fund for $50,000. 
Rent therefor of $2,000 per year is paid 
from the General Fund, and all taxes 
and cost of maintenance charged 
The two lots 
upon which the building is erected 
were purchased for $10,000 in 1901 and 
the cost of the building was $18,836.58, 
a total investment of $28,836.58. 


be used to pay claims, so} 


“There is also a provision that the | 











“The total payments to Equalization 
Fund, including all sources, to July 1, 
1913, are $3,377,962.15, which is the 
amount of the Fund on said date, as 


follows: Book value of bonds, $3,- 
327,113.20; book value of real estate, 
$50,000; cash, $848.95. No disburse- 


ments have been made except for in- 
vestment. 

“(4) General Fund.—All expense of 
the Order (except death and monument 
benefits, provided for by the Benefit 
Fund) are paid from the General Fund, 
which is created by a monthly per 
capita tax levied upon each member, 
the same for all members, and the in- 
come from advertisements in the Pa- 
cific Woodman, if any, supplies to lo- 
cal camps, fines and incidental collec- 
tions. 

“The per capita tax was established 
1890. It has been 
changed several times and is now $1.89 
a year, or 15 cents per month. 

“The receipts to the General Fund 
Since organization have been $2,971.- 
973.76, of which $2,892,170.66 has been 


at $1.50 per year in 


expended, leaving a balance on hand 
July 1, 1913, of $79,403.10, consisting 
of bonds, $68,886.50, and cash, $10.,- 
516.60.” 

General Remarks. 


“The affairs of the Order were found 
in good condition and the future out- 
look excellent All departments are 
efficiently conducted, with careful con- 
Sideration to constitutional 
ments. The Mobile Bill presents new 
problems, both office and field, and 
the suggestions herein are made neces- 
Sary largely because there has not yet 
been time to adjust all detail to the 
said bill, and because 
many matters in connection therewith 
had not previously been brought to the 
attention of the Order. 

“This report is made at considerable 
length for the reason that the present 
examination is the first detailed in- 
quiry into the affairs of the Order dur- 
ing the entire twenty-three years of its 
history.” 
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15-Column Burroughs Duplex 


We have told you about our visible models, our calculators, our 
smaller Duplex and other machines—all wonderful and low in price. 
ilere is a big Duplex—one machine that works like five or six. 


Wide bookkeeping forms of many 
columns cén be filled in and totalled 
complete at one operation on this giant 
double Burroughs. 


No need to add one column at a time 
and go back for others, cor to handle 
figures more than once. 


The capacity cf this machine ‘is two 
— totals, either or both of which 
can be divided into any number of 
— totals not exceeding 30 figures 
in all. 


In all office, store and factory systems 
requiring wide sheets and many columns 
of figures—dates, merchandise or bill 
numbers, clerk or job numbers, measure- 


ments, quantities, amounts, etc.— this 
machine soon pays for itself in mistakes 
avoided and in the days it saves every 
month 


This Burroughs triumph adjusts itself 
to the widest sheets or narrow roll paper 
the biggest or the smallest figures to 
any kind of bookkeeping figure work — 
its possibilities are unlimited. 

This applies to your business. If you'll 
‘ve us thirty minutes’ time, we'll 
jemonstrate our claims—and more, on 
your own work in your own office. 

Write for a free trial and the Bur- 


roughs Systems Bulletin that was written 
for your business. 


Burroughs Adding Machine Company 


285 Burroughs Block, Detroit, Michigan ~ 


European Office, 76 Cannon 
Street, London, E. C., Eng 


Makers of adding and listing machines: listing and non-listing calculating machines: low keyboard 


visible- printing adding machines — 86 different models sn 492 combinations of features — $150 to $950 
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